INTRODUCTION
I n accordance with Sallaz [1] since 1990s we have seen a global convergence from gambling prohibition to gambling legalization and contemporarily a divergence on how gambling industries are structured and regulated. Worldwide there are countries where casinos are in public ownership and countries where government legalized a competitive, corporate casino industry. Eadington [2] argues that in the European Union many gaming industries are under monopoly protection which is characterized by the state ownership or a significant state influence. Thus, it is not surprising that the majority of gaming industries within European Union is not highly competitive and has evidenced slow growth or even stagnation in terms of revenues.
Gambling industry is an important branch of tourism sector in Slovenia. The importance of the gambling industry in Slovenia is based on the fact that among European countries, Slovenia stands out for a high percentage of gross gambling revenues in GDP and a high proportion of gross casinos revenue in gross revenues of the entire gambling industry [3] . According to the latest publicly available data from 2009, the share of regular casinos in the whole Slovene gambling industry was 47% and the share of casino saloons was 35%. The share of classic gambling was only 18% [3] . In times before the financial crisis the industry generated the highest added value per employee within Slovene tourism industry and created 256 million € of revenues (2009) which classified it as the third largest (after the hotel industry and travel agencies) tourism sector in Slovenia [4] .
Since 1964, when the first casino (Casino Portorož) started to operate, the Slovene casino industry did not evidence notable financial problems until the passage into the new century. Only three out of seven state owned companies did not have major financial problems. 3 On the other hand new establishments of casino saloons in the private ownership were evidenced in the period from 2002 to 2009 (the number of casino saloons in this period increased from 10 to 34). In 2018 the number of casino saloons amounts to 26.
In accordance with the fact that on one hand regular casinos were chasing their activity and on the other new casino saloons were established, the paper aims to find out if any difference exists in their financial performance. To this end, a comparative analysis of financial performance between regular casinos and casino saloons for the period 2013-2017 will be performed. Our analysis will be grounded on the DuPont performance measurement framework, which is based on ROE (return on equity) as the most important indicator for owners, showing their return on investment.
Considering the fact that the Association of gambling in Slovenia is increasingly exposing the difficulties in the business operations of companies in the casino industry [5] the paper also aims to perform a comparative analysis of financial performance of the industry, taking into consideration times before the economic crisis and the period after the crisis.
The reminder of the paper is as follows. The second chapter presents the legal and tax characteristics of companies organizing special games of chance in Slovenia, emphasizing the difference between regular casinos and casino saloons. The third chapter highlights key characteristic of the Slovene casino industry. In the fourth chapter past and present results of the industry are pointed out. The analysis of financial performance of Slovene casino industry is performed in the fifth chapter. The paper ends with concluding remarks in the sixth chapter.
GENERAL LEGAL AND TAX CHARACTERISTICS OF REGULAR CASINOS AND CASINO SALOONS
The system of organizing gaming in Slovenia is regulated with the 2011 Gaming Act, which was amended in 2012 and 2014. Despite the fact that the first casino was opened already in 1964 the first Gambling Act was issued only in 1995. The latter for the first time settled down requirements for granting of concessions and for the first time allowed even the domestic citizens to visit casinos. In accordance with the first Gambling Act only regular casinos, where the majority holding has to be represented by the government or local authorities were allowed to obtain a concession. At that time casinos in the private ownership were not feasible. The amendments of the Act in 2001 introduced the possibilities for granting of concessions for casinos even in private ownership [6] .
The Slovenian legislation distinguishes two types of casinos; i.e. a regular casino and casino saloon. The most important difference between them is their ownership, since a regular casino has to be established in the form of public limited company and has to be at least in 51% government ownership, while a casino saloon is in private ownership (established as a limited liability company or public limited company). The funding structure is not the only characteristic that distinguishes them. Moreover, casino saloons are not allowed to offer table games as regular casinos and are limited to a maximum of 200 slot machines.
Both, regular casinos and casino saloons pay gambling taxes and concession fees. The concession fee they are paying differs between them. The Gambling act from 2003 defined different concession fees for regular casinos and casino saloons. For the concessionaires who applied for the big concession (i.e. regular casinos) the concession fee amounts to 5% of the taxable basis for each of the seventh types of games that can be performed in regular casinos (the only exception is the sixth type). The taxable basis for the first type of games is represented by the amount of revenues, while in all other cases (except the seventh type) the basis is represented by the difference between pay-inn and pay-out. Even in the case of the seventh type, the tax base is represented by the difference between pay-inn and pay-out, the exception relates the associated concession fee. In the case of casino saloons, the concession fee is fixed and amounts to 20%. On the other hand, regular casinos apply a progressive tax rate which varies from 5% to 20% of tax base. Therefore, the calculation of tax base for both; regular casinos and casino saloons is the same, the difference relates the concession fee which significantly differs between them.
In accordance with the latest publicly available data [3] for 2009 Slovene casino saloons did pay (gambling tax and concession fee) on average 38% of taxes, while regular casinos paid from 23% to 32.4% of taxable basis. This data indicates that regular casinos have more favorable tax rates than casino saloons.
Since 2001, when the Gaming Act began to allow the operation of casino saloons, the structure of the generated revenues in the industry has changed significantly. From 2002 to 2009, the share of regular casinos in the total gross revenues (of special games of chance) decreased from 90 to 59%, while the share of casino saloons increased to 41% in 2009 [3] .
CHARACTERISTICS OF THE SLOVENE CASINO INDUSTRY
The period 2002-2006 was characterized by a rapid increase in the number of casino saloons, which was influenced by the domestic economic situation and the one in neighbouring Italy. Slovenian casino industry is mainly focused at foreign, especially Italian guests, which is why the financial performance depends mainly on the political and economic situation in neighbouring Italy [3] . Interestingly, although Slovenian casinos depend mainly on the Italian guests, during the financial crisis Slovenian casino industry recorded poor business results, while the performance of Italian casinos in the period 2008-2012 was not statistically significantly different [7] . The biggest competition for the Slovenian companies, organizing special games of chance, is the offer of neighbouring countries, especially Italy, Austria and Croatia [3] .
In the past, Statistical Office of the Republic of Slovenia monitored the visits of Slovenian casinos, but this is no longer monitored since 2009 [9] . According to the latest publicly available data, the majority of guests are foreign guests. In the period 2002-2009, the importance of foreign guests was on average higher than 70%. The highest share of foreign guests was recorded in regular casinos and casino saloons near the Italian border (some casinos also accounted for over 90%). In the casinos inside the country, the share of foreign guests was considerably lower [3] .
The latest data about the structure of tourists in Slovenia for 2017 show that in the structure of tourist arrivals foreign tourists represent a predominant share of 72%, and a 68% share in the structure of overnight stays. In the structure of foreign tourist arrivals, the most important were those from Italy, followed by tourists from Austria, Germany and Croatia -representing a 30% share in the structure of foreign tourist arrivals [8] . According to the presented data, the structure of tourists in Slovenia is favorable for the casino industry, since the most frequent visitors of casinos in terms of their nationality are also the most frequent tourists in Slovenia. Although the trend of tourists visiting Slovenia has been very favorable in recent years, it has already been pointed out (in the Strategy of the development of games of chance in Slovenia in 2010) that in view of the given volume of demand, the market is saturated. Therefore, in line with the demand, the number of active concessions is too large [3] . Therefore, the Slovenian Government announced that it would reduce the number of concessions granted. It was planned that by 2013, there will be no more than 35 casinos, and by 2020, a maximum of 30 [3] . Although the number of concessionaires today is actually lower than it was in the past, this is not the result of an active policy of limiting the number of concessions by the state, but the cessation of the business of certain companies on the market. Since 2010, Slovenia has not actively implemented the strategy in this area.
Assaf et al. [10] Findings of Pahor [11] regarding the social costs and economic benefits of the gambling industry in Slovenia suggest that in general benefits outweigh the cost. The reason concerns the fact that costs are spread (the major part of visits represent foreign guests), while benefits are mostly concentrated locally. These results were found for a city that can be characterized as the capital of gambling activities in Slovenia. Given that visitors of Slovene casinos are mainly foreign guests, we believe that the costs are spread and the benefits are local.
KEY FIGURES ABOUT THE PAST AND PRESENT OPERATIONS
Since 1995 when the industry as a whole recorded loss, no major problems were evidenced until 2007. If we compare the increase of assets (the increase was present until 2009) with the decrease of equity (present since 2007) we can conclude that the growth of business was financed with external financial resources (in the case of casino industry predominately bank loans). In the funding structure the share of debt increased significantly. The increase of assets was not followed by a similar or even higher growth of revenues. In 2007 and 2008 when the value of assets was still increasing, revenues recorded already a minor decrease.
Before the appearance of the latest financial crisis in Slovenian economy in 2009, the casino industry evidenced the highest ROE in 2005 (15.4%), but the latter decreased significantly in subsequent years. In 2005 the casino industry was the most profitable one within all sectors in the Slovene tourism industry. However, in the following years, the results of the industry deteriorated significantly (much more than in other tourism sectors).
To understand the reasons that lead to worse results in the industry and moreover analyze possible differences between regular casinos and casino saloons, firstly, the main figures about the industry are presented.
Data on the branch's operations show ( Figure 1 ) that in the latest five-year period the value of total assets decreased by 14.5%, which means that the industry did not grow, but reduced the volume of its business. More promising is the value of equity, which shows that the owners' investment increased by 20.0%. The relationship between equity and debt financing in the industry has improved considerably. If in 2013 the share of equity financing was on average 30.1%, it increased to an average value of 42.6% in 2017 (the source of data is [12] ). In spite of the improvement, the share of equity financing of the industry is still worse than the economy's average, with a share of 47.7% [13] . Net sales revenues did not change significantly during the period 2013-2016 (growth was negligible), and have slightly increased only in 2017. Compared to 2013, casinos generated only 5.8% more sales revenues in 2017. Based on presented data, we find that in the period 2013-2017 the value of total assets did not increase, but has even decreased (the industry is shrinking its business), and the growth in sales revenue was not encouraging, as it amounted to 5.8%. [12] Taking into consideration also the net income (Table 1) , we find that the net profit of the industry in 2013 was negative. The situation improved in the following years, when the industry generated a positive income. The circumstances in the industry have improved after the end of the financial and economic crisis. According to Repinec [5] the number of employees in the industry fell significantly in times of financial crisis. However, the added value per employee in the casino industry was higher than the economy's average in the whole period of our analysis (2013) (2014) (2015) (2016) (2017) 
FINANCIAL PERFORMANCE ANALYSIS OF THE SLOVENE CASINO INDUSTRY
The purpose of our analysis is to find out if there is any difference in financial performance of regular casinos and casino saloons in Slovenia and if they do differ what are the reasons that lead to differences in their financial results. Moreover, the authors aim to perform a comparative analysis of financial performance of the industry, taking into consideration times before the economic crisis and the period after the crisis.
Methodological framework
The presented analysis includes companies which operate within the Standard classification of activities R92.001 -Activities of casinos. The sample includes 28 corporations that had an active license for gambling on the 1 st September 2018. Among these there are 3 corporations that owe regular casinos and 25 corporations owing casino saloons. Financial data was obtained from the GVIN financial database [14] . All data was collected from financial statements prepared for external reporting purposes.
Hypothesis development
The analysis of Ivankovič and Jerman [15] for the period 2005-2009 provided evidence that casino saloons outperformed regular casinos. Casino saloons were much more profitable in terms of ROE than the regular casinos. The differences mainly descend from the funding structure and asset turnover ratio. Since from 2009 the Slovenian Government did not implement any significant actions that would lead to changes in the sector, we believe that: The financial performance of regular casinos and casino saloons differs in the period 2013-2017.
The Association of gambling in Slovenia is increasingly exposing financial problems of the industry, whereby, as a reason for the problems, it points to the increasingly less competitive economic environment [5] . Considering this fact, the question arises whether these problems are present only in individual companies or the performance of the industry in recent times is worse than it was in the past. Therefore, we will examine the second hypothesis: The performance of Slovenian casinos in the period since the end of the financial crisis is worse than it was before the financial crisis.
Methods in use
The first hypothesis will be tested on data from the five-year period 2013-2017. Financial performance of selected companies will be determined using financial ratios as follows: ROE (return on equity), ROA (return on assets), share of equity, net profitability and asset turnover. All these ratios derive from the DuPont performance measurement system presented in Figure 2 . In accordance with the DuPont framework of ratios ROE is the crucial performance indicator. It is a product of ROA and funding structure. To a higher ROE leads a higher ROA and a lower "asset to equity" ratio. A lower share of equity in the funding structure leads to a higher ROE. ROA is a product of net profitability and asset turnover. A higher ROA is a result of a higher net profitability and a higher asset turnover.
The first hypothesis testing is based on financial ratio ROE. The profitability of selected companies will be calculated with ROE as the most important ratio from the owner's perspective (calculated as net income for the financial year divided by the average value of total equity (total equity from the beginning of the financial year plus total equity from the end of the financial year divided by two). More in depth analysis follows the DuPont system of financial ratios. The comparative analysis of financial performance is analyzed more in details with ROA (return on assets, which will be calculated as net income for the financial year divided by the average value of total assets (total assets from the beginning of the financial year plus total assets from the end of the financial year divided by two), financial ratio "assets / equity", net profitability ratio (calculated as net income for the financial year divided by total revenues for the financial year) and asset turnover (calculated as total revenues divided by total assets).
For the purpose of second hypothesis testing, a non-parametric paired sample t-test will be performed. The mean value of ROE will be compared between the period before the crisis and the time after the crisis. 
Data analysis and results
Firstly, the analysis of ROE will be performed. Figure 3 shows the average values of ROE for regular casinos and casino saloons for the period 2013-2017. As shown, in the first two years of our analysis the casino saloons on average outperformed regular casinos, while in the following years the situation was just the opposite. The authors would like to notice that there are significant differences between casinos; since there is a high standard deviation among them (more detailed data is presented in Appendix 1). On average regular casinos evidenced a negative ROE in 2013 and 2014, followed by a positive ROE in the period 2015-2017. On the other hand, casino saloons had a negative ROE in 2013, followed by a positive one in the subsequent years. These results show that the owners' investments were not profitable at the beginning of the period, while the situation improved in the subsequent years.
A more in depth analysis shows mixed results in the case of ROA. In regular casinos ROA was negative in the first two years of analysis and positive in the years that followed. In the case of casino saloons ROA was negative in two out of five years and positive in the remaining three years. Even in the case of ROA the standard deviation is relatively high. More detailed data about ROA is presented in Appendix 2.
A much more evident difference between the two groups of casinos is present in their funding structure. The average share in the casino industry is similar to the economy's average. A more in detail analysis shows that the average share of equity is significantly higher in the case of casino saloons in comparison to regular casinos. In the case of casino saloons, it ranges between 44.74% in 2013 and 55.66% in 2017. On the other hand, in regular casinos the share amounted to 12.53% in 2013 and rose to a share of 24.09% in 2017 (Appendix 3), showing that regular casinos have a relatively low share of equity.
A deeper analysis of ROA shows that the differences in the net profitability of revenues are similar to before mentioned differences in ROA. On the other hand, the asset turnover ratio shows that casino saloons outperformed regular casinos in all years of our analysis. Regular casinos evidenced a lower turnover ratio, indicating that casino saloons generate higher revenues with the given extent of assets and are thus more efficient (more detailed data in Appendix 5).
Based on our results we cannot state that there is a significant difference in the ROE between regular casinos and casino saloons in the period 2013-2017. However, a more in depth analysis has shown that they differ in terms of funding structure (casino saloons use more equity financing) and turnover ratios. In spite of these differences the ROE is not significantly higher in regular casinos, as we expected. We believe that we found no significant differences in ROE between the two groups of casinos since regular casinos were involved in processes of compulsory settlements, which has led to their rationalization.
A more in depth analysis shows mixed results in the case of ROA. In regular casinos ROA was negative in the first two years of analysis and positive in the years that followed. In the case of casino saloons ROA was negative in two out of five years and positive in the remaining three years. Even in the case of ROA the standard deviation is relatively high. More detailed data about ROA is presented in Appendix 2. Source of data: [14] A much more evident difference between the two groups of casinos is present in their funding structure. The average share in the casino industry is similar to the economy's average. A more in detail analysis shows that the average share of equity is significantly higher in the case of casino saloons in comparison to regular casinos. In the case of casino saloons, it ranges between 44.74% in 2013 and 55.66% in 2017. On the other hand, in regular casinos the share amounted to 12.53% in 2013 and rose to a share of 24.09% in 2017 (Appendix 3), showing that regular casinos have a relatively low share of equity.
The ROE could be improved by increasing the net income, focusing on possibilities of increasing total revenues and/or decreasing costs. Considering the fact that during the times of the latest financial crisis, casinos already made cost reductions, we believe that there is a limited room for further reductions. Taking into account the current situation in the industry, there are also limited possibilities for improving the extent of recorded revenues. 4 The Government of the Republic of Slovenia found already in 2010 that we need additional investments in the infrastructure to increase the number of guests. For example, Tingchi Liu et al. [16] state as one of the crucial future challenges for Macau (the most important casino center of the East) new projects including non-gaming facilities. Most of the new projects in Macau have some non-gaming amenities. For Atlantic City casino industry O'Donnell et al. [17] found superior performance for larger casinos than smaller ones (evidence of economies of scale).
Since 2010 no extensive investments in the infrastructure were made to improve the extent of arrivals. We believe that in the latest 5-year period the ROE in the industry improved due to the improved economic situation. The latter lead to an increase in the number of guests -the extent of visitors is highly associated with the economic circumstances. We believe that a potential deterioration of the economic situation would lead to significantly worse financial results and additional dismissal of employees in the Slovene casino industry.
Since Ivankovič and Jerman [15] To find out if there is any significant difference in the ROE of analyzed casinos over time, we performed a paired sample non-parametric t-test. Firstly, we present the descriptive statistics of the sample (Table 2) . 4 In accordance with the findings of Prentice et al. [18] there is a gap in the literature from the field of casino offerings, gambling behaviours and profitability. The analysis with paired-sample t-test shows that there is a statistically significant difference (0.003 < 0.05) between ROE in the two periods of analysis ( Since we found that the financial performance of casinos deteriorated and that in the latest fiveyear period the average ROE for the industry was negative in two out of five years (Appendix 1), it shows that the financial results are far from being good. This fact confirms statements of the Gaming Association of Slovenia that the casino industry is facing financial problems. This is why the Government should implement several goals presented in the Strategy of the development of games of chance in Slovenia. To date, the strategy has not yet been implemented in practice.
In evaluating performance of business operations of the selected companies, we grounded our analysis only on monetary indicators. In assessing the business, it would be worthwhile to consider also non-monetary indicators. In accordance with Milost [19] non-monetary measures are an important complement to financial one (different performance measurement systems are discussed by Janeš [20] ). This is the most important limitation of our study.
PROPOSALS FOR IMPROVEMENT
In the Strategy of Slovenian tourism for the period 2012-2016, gambling industry was defined as part of an integral tourist offer. The Strategy stated that organizing special games of chance significantly complements the Slovenian tourist offer [21] . The latest strategy of Slovenian tourism, i.e. The Strategy for the Sustainable Growth of Slovenian Tourism for the period 2017-2021 no longer gives gambling such an emphasis [9] .
In practice, the gambling industry is not sufficiently integrated into the Slovenian tourist offer, which is an obstacle to achieving greater competitiveness of Slovenian tourism. Therefore, the specific objectives that should be pursued are [21, p. 53 ]:
• to support the development of infrastructure through a stimulative taxation system, • to provide a high quality and diverse range of gaming products,
• introduce an active concession policy, • to create gaming areas.
Since the adoption of the Strategy of the Development of Games of Chance in Slovenia in 2010, the goals in the field of gambling have not yet been realized. The taxation system for special games of chance has not been changed, the gambling offer has not improved significantly, gaming areas have not been formed, no changes have been detected in the concession policy system. Unless the stated goals will be implemented in practice, Slovene gambling industry will not increase its competitiveness.
At the same time, it is necessary to promote responsible gambling. In accordance with European Casino Association [22] it involves strategies that reduce gambling-related harm and increase gambling-related benefits across society.
CONCLUSIONS
The analysis showed that in the period 2013-2017 (as opposed to our expectations), there are no statistically significant differences in the financial performance between regular casinos and casino saloons. The operations of both groups of casinos in this period cannot be marked as very successful. However, it is encouraging that the performance of their business has improved in recent years. We also found that there is a statistically significant difference in the performance of casinos in the period following the financial crisis in comparison to the pre-crisis period. In the pre-crisis period, casinos were more successful in their operations. The results show that the performance of the casino business has significantly deteriorated over time. The aforementioned deterioration was also highlighted by the Association of gambling in Slovenia.
The data presented in the analysis showed a decrease in revenues (due to a decrease of guests and/or lower spending of guests), a decrease in the value of total assets and a lower return on investment than in the past. The reduction in the number of active concessions in the industry is the result of the termination of business of certain casinos. Since the beginning of the financial crisis, the number of employees has also significantly decreased. Since the industry is important for the Slovenian economy, it will be necessary to take appropriate actions as soon as possible.
In 2010, the Government adopted the Strategy of the development of games of chance in Slovenia, where different crucial measures to improve the situation in the industry were stated. To date, the strategy has not been actively implemented in practice.
Future studies will be able to show how potential Government actions will improve the situation in the industry. Future studies could also explore the financial performance of casinos in neighboring countries, which represent the greatest competition to Slovenian casinos. This kind of analysis could determine in which areas improvements and good practices from abroad could be transferred to the Slovenian environment. Appendix 5: Asset turnover of regular casinos and casino saloons in the period 2013-2017. Source: data are gathered from the database of GVIN [14] 
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